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March 29, 2016

Minutes of the regular meeting of the New York Power Authority’s Audit Committee held at the
Clarence D. Rappleyea Building, 123 Main Street, White Plains, New York, at approximately 8:40 a.m.

The following Members of the Audit Committee were present:

Trustee Eugene Nicandri, Chairman
Trustee Terrance Flynn
Trustee Anthony Picente, Jr.

Also in attendance were:

Anne Kress Trustee, NYPA
Tracy McKibben Trustee, NYPA
Gill Quiniones President and Chief Executive Officer
Edward Welz Chief Operating Officer
Soubhagya Parija Chief Risk Officer
Justin Driscoll Executive Vice President and General Counsel
Robert Lurie Executive Vice President and Chief Financial Officer
Jennifer Faulkner Senior Vice President – Internal Audit
Iannarelli, Rocco Senior Vice President – Corporate Affairs
Kristine Pizzo Senior Vice President – Human Resources & Enterprise Shared

Services
Thomas Concadoro Vice President and Controller
Karen Delince Vice President and Corporate Secretary
Joseph Gryzlo Vice President and Chief Ethics & Compliance Officer
Ethan Riegelhaupt Vice President – Corporate Communications
Frank Deaton Director – Internal Audit
Angela Gonzalez Director – Internal Audit – Technology
James Anderson Internal Audit Manager
Karolina Rafelson Auditor – Internal Audit
Elaine Matthews Audit Team Lead – Internal Audit
James Reynolds Audit Team Lead – Internal Audit
Lorna Johnson Senior Associate Corporate Secretary
Sheila Baughman Senior Assistant Corporate Secretary
Peter Prunty Director – Infrastructure
Gottor, Jaiah Manager – Network Services
Glen Martinez Senior Network Analyst
Todd Fowler Lead Engagement Audit Partner – KPMG
Nick DiVirgilio Lead Engagement Audit Senior Manager – KPMG

Chairman Eugene Nicandri presided over the meeting. Corporate Secretary Delince kept the Minutes.
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Introduction

Chairman Nicandri welcomed committee members, Trustees Terrance Flynn and Anthony

Picente, and senior staff to the meeting. He said the meeting had been duly noticed as required

by the Open Meetings Law and called the meeting to order pursuant to section B(4) of the Audit

Committee Charter.
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1. Adoption of the Proposed Meeting Agenda

Upon motion made by Trustee Picente and seconded by Trustee Flynn the agenda for the
meeting was adopted.
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2. CONSENT AGENDA

Upon motion made by Trustee Picente and seconded by Chairman Nicandri the Consent Agenda
was approved.
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a. Approval of the Minutes of the Regular Meeting held on September 29, 2015

Upon motion made and seconded, the Minutes of the Committee’s Regular Meeting held on
September 29, 2015 were approved.
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b. Approval of the Minutes of the Special Meeting held on December 17, 2015

Upon motion made and seconded, the Minutes of the Committee’s Special Meeting held on
December 17, 2015 were approved.
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c. Non-Audit Services Engagement – KPMG

The Vice President and Controller submitted the following report:

“SUMMARY

Staff requests the Audit Committee’s approval to engage KPMG to provide consultation services
to the Authority relating the potential transfer of the New York State Canal Corporation (the Canal
Corporation) to the Authority including financial due diligence and integration services. Financial due
diligence and integration are specialized and complex fields and KPMG has the expertise and experience
to provide advice to the Authority as to the provisions of the potential Canal transfer. KPMG’s services for
this project will be supervised by a partner in their Deal Advisory & Financial Due Diligence practice and
staff assigned will be different than the staff performing our financial statement audit. Compensation for
these services will be paid to KPMG at discounted rates quoted within their letter of engagement.

BACKGROUND

On January 13, 2016, the Governor submitted, as part of his Executive Budget Proposal,
legislation authorizing the transfer of the New York State Canal Corporation (the “Canal Corporation”)
from the New York State Thruway Authority (the “Thruway Authority”) to the Authority. The proposed
legislation authorizes the Authority to transfer moneys, property and personnel to the Canal Corporation
and also authorizes the Authority to issue debt for the purposes of financing the construction,
reconstruction, development and improvement of the New York State Canal system. The Authority has
begun to assess the nature and scope of the Canal Corporation’s operations, financial condition, assets,
liabilities and capital and operating needs and the potential impact of the proposed transfer on the
Authority. The proposed legislation provides that the transfer will be effective on January 1, 2017.
However, such legislation also authorizes the Authority to reimburse the Thruway Authority for Canal
System expenses for the interim period of April 1, 2016 through January 1, 2017.

DISCUSSION

The Authority has contracted with KPMG LLC for independent accounting services including
annual audits of the Authority’s financial statements and related reporting on internal controls and
investments. The contract contains a provision for engaging KPMG to perform other non-audit services
which may include, but are not limited to reviews and advice regarding taxes internal process and
procedural matters. Prior to engaging KPMG for non-audit services, the contract requires that Authority’s
audit committee approve the each non-audit service engagement. In addition, New York State Public
Authorities Law Section 2802 (5) prohibits the independent accountant who audits an authority’s financial
statement from performing non-audit services without prior written approval of the Authority’s audit
committee. The Authority’s Audit Committee Charter includes within its Functions and Powers section the
responsibility to “assure the independence of the independent accountants by approving any non-audit
work for the Authority and examining the accountant’s relationship with the Authority.”

RECOMMENDATION

It is requested that the Audit Committee authorize the engagement of KPMG LLC to provide
services associated with the potential transfer of the New York Canals Corporation to the Authority, under
the existing contract with KPMG for independent accounting services.”
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d. Approval of the 2016 Internal Audit Budget

The Senior Vice President of Internal Audit submitted the following report:

“SUMMARY

The Audit Committee is requested to approve the 2016 Internal Audit Budget set forth in Exhibit
“2d-A” of this item and to recommend its adoption to the Board of Trustees. The most significant
amendments are discussed below.

BACKGROUND & DISCUSSION

The Audit Committee is required to approve Internal Audit Budget. The budget was approved as
part of NYPA’s overall budget at the December 17, 2015 Board of Trustees Meeting. The following are
key highlights:

 The 2016 budget reflects an overall reduction of 30% in spending from 2015.

 Consulting Services have been reduced by 61% while payroll and benefits have risen by 39%.
The increase was a result of increased staffing in order to reduce consulting related expenses.

 An increase of 153% in staff development relates to investments in the staff for improving in their
business acumen. This will allow the Internal Audit Department to execute consulting and other
activities as a business partner.

RECOMMENDATION

The Executive Vice President and General Counsel, the Senior Vice President – Internal Audits
and I recommend that the Audit Committee approve the 2016 Internal Audit Budget.

The resolution below is recommended for adoption.”

RESOLVED, That the Audit Committee’s 2016
Internal Audit Budget, in the form proposed in Exhibit
“2d-A,” be and hereby is recommended for approval by
the Authority’s Board of Trustees.
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e. Approval of the 2016 Internal Audit Plan

The Senior Vice President of Internal Audit, submitted the following report:

“SUMMARY

The Audit Committee is requested to approve the 2016 Internal Audit Plan set forth in Exhibit “2e-
A” of this item and to recommend its adoption to the Board of Trustees. The most significant
amendments are discussed below.

BACKGROUND & DISCUSSION

The Audit Committee is required to approve 2016 Internal Audit Plan. The 2016 Internal Audit
Plan was reviewed during the December 17, 2015 Audit Committee Meeting. The Internal Audit
Department will commence executing this Audit Plan immediately based on feedback at that time. We
will affirm your approval of this Audit Plan at the March 29, 2016 regularly scheduled meeting to the Audit
Committee.

RECOMMENDATION

The Executive Vice President and General Counsel, the Senior Vice President – Internal Audit
and I recommend that the Audit Committee approve the 2016 Plan.

The resolution below is recommended for adoption.”

RESOLVED, That the Audit Committee’s 2016
Internal Audit Plan, in the form proposed in Exhibit “2e-
A,” be and hereby is recommended for approval by the
Authority’s Board of Trustees.
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DISCUSSION AGENDA:

3. Internal Audit Update

Ms. Jennifer Faulkner, Senior Vice President of Internal Audit, provided an update of the Internal
Audit activities to the Committee (Exhibit “3-A”).

Ms. Faulkner said Internal Audit expects to close out the 2015 Audit Plan over the next few
weeks; one audit still outstanding. With regards to the 2016 Audit Plan, Ms. Faulkner stated that Internal
Audit is currently working on 13 of the 51 audit engagements and is in the process of completing the first
quarter fieldwork. The Committee will be provided with a progress report on the Audit Plan at its meeting
in April. Ms. Faulkner then introduced Internal Audit’s new Technology Director, Angela Gonzalez. She
said Ms. Gonzalez joins the team from PSE&G, and will be responsible for executing the 2016
Technology Plan, along with evaluating the dynamics of how the Technology Group will function within
the Internal Audit Department.

Ms. Faulkner continued that last year, Internal Audit staff concentrated on closing out all of the
audits in the 2015 Audit Plan. They spent many weeks on target activities for department improvement,
including orientation materials and standard tools they would need, going forward; fortifying their process
manual, and assessing their audit methodology. In addition, as a result of nearly fourteen months of
recruiting, the Internal Audit Department is almost fully staffed, with two more personnel starting in the
weeks ahead, and two open positions, which will be reserved for the Technology Group.

Internal Audit will be hosting two separate internal trainings over the course of the next six weeks
to develop the business acumen and skill-set of the Audit Department. The first will be a 3-day training by
MIF on Auditing for Utilities; and the second is a 4-day Internal Audit communications training course with
focus on negotiation skills. Other utilities will be participation in this four-day training course, including
Con Ed, PSE&G, and Central Hudson, Iberdrola making this a valuable networking opportunity for the
department.

In response to a question from Chairman Nicandri, Ms. Faulkner said Ernst & Young currently
has one individual working in the Technology area two to three days per week. Internal Audit will be
replacing Ernst & Young with the firm of Deloitte & Touché which presently has an interim agreement with
the Authority. The Trustees will be requested to approve a contract with Deloitte & Touché at their
meeting later today. In the meantime, Ms. Gonzalez is assisting with the orientation and onboarding
process of Deloitte & Touché as it relates to NYPA’s activities and structure in the technology
environment. Ms. Gonzalez is also meeting with staff from different Business Units to construct a firm
plan for the Technology audits.
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4. Year-end 2015 Financial Report

The Vice President and Controller submitted the following report:

“Pursuant to Section 2800 of the Public Authorities Law, as amended by the Public Authorities
Accountability Act of 2005 (‘PAAA’), the Authority is required to file its financial report for the year ended
December 31, 2015 and submit this report to the Governor, legislative leaders, the State Comptroller and
the Authorities Budget Office. The PAAA reflects the State’s commitment to maintaining public
confidence in public authorities by ensuring that the essential governance principles of accountability,
transparency and integrity are followed at all times.

This year-end 2015 financial report includes financial statements that present the financial
position and result of operations of the Authority as of December 31, 2015 under generally accepted
accounting principles. The report is prepared by staff and the financial statements are audited by
independent accountants from KPMG LLP. As required by the PAAA, the financial report has been
certified by the Authority’s chief executive officer and chief financial officer. After audit committee review,
the 2015 financial report is scheduled to be presented for approval by the Authority’s Trustees at their
meeting later today. Changes of particular significance have been highlighted in the attached draft to
facilitate the Audit Committee’s review.

REQUESTED ACTION

It is requested that the Audit Committee recommend that the Authority’s Trustees approve the
financial statements for the year ended December 31, 2015.”

Mr. Thomas Concadoro provided highlights of staff’s report to the Committee. In response to a
question from Chairman Nicandri, Mr. Concadoro said there was a present value savings of about $7-8
million on the debt refinancing.

In response to further questioning from Chairman Nicandri, Mr. Concadoro said the Authority is
approximately 73% funded for health care benefits for NYPA retirees and that there is no requirement that
the Authority be 100% funded. The unfunded portion is approximately $150 million out of $570 million
actuarial liabilities which is very high compared to other agencies.

Upon motion made by Trustee Picente and seconded by Trustee Flynn, the Audit Committee
unanimously approved the recommendation by the Vice President and Controller that the Authority’s
Trustees approve the financial statements for the year ended December 31, 2015.
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5. Summary of 2015 Annual Audit of Financial Statements

Mr. Todd Fowler, KPMG’s Lead Engagement Audit Partner, presented the results of KPMG’S
annual audit of the Authority’s financial statements as of December 31, 2015 (Exhibit “5-A”).

Mr. Fowler said the audit was performed in accordance with the Audit Plan provided to the
Committee and in accordance with US-GAAP and government accounting standards as well as the
government auditing standards issued by the Comptroller General. Upon the approval of the financial
statements, KPMG will issue an unqualified audit opinion on the Authority’s financial statements; an
unqualified opinion on the Authority’s investment compliance, and an unqualified report of the Authority’s
internal controls over the financial reporting and compliance.

Mr. Fowler then outlined the areas on the financial statements that KPMG viewed as significant
audit areas - GASB 68 and 71 Adoption; Revenue Recognition and Accounts Receivable; Long Term
Debt; Capital Assets; and Investments - and said KPMG found no significant issues for the Authority in
those areas.

KPMG also evaluated the areas within the financial statements where management includes
significant judgments or estimates in preparing the financial statements. Those areas include Derivative
Assets and Liabilities; Asset Retirement Obligations; and Regulatory Assets; Litigation and Environmental
matters. KPMG had no findings in any of those areas.

Mr. Fowler said the Authority’s significant accounting policies are appropriate. KPMG did not
have any corrected or uncorrected audit misstatements. In reviewing the financial statements KPMG did
not identify any errors in the disclosures in the financial statements. There were no material weaknesses
or significant deficiencies in the Authority’s financial reporting AS it relates to internal controls. KPMG
identified certain deficiencies and although they do not feel they are significant enough to report to the
Committee, a list of those deficiencies has been provided to the Authority’s management.

Mr. Fowler ended by saying that per its agreement with NYPA, KPMG will perform advisory due
diligence services in connection with the Canal Corporation Project.
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6. Company Policy – Risk Management and
Executive Risk Management Committee Charter

Mr. Soubhagya Parija, Senior Vice President and Chief Risk Officer, submitted the following
report:

“SUMMARY

The Audit Committee of the Board of Trustees (the ‘Audit Committee’) is requested to review and
recommend approval by the Trustees of the 2016 Company Policy – Risk Management (the ‘Policy’) and
the 2016 Executive Risk Management Committee Charter (the ‘Charter’), which are attached hereto as
Exhibits ‘6-A’ and ‘6-B.’

The proposed Policy and Charter, in accordance with leading industry practice, is intended as an
affirmation of the philosophy, framework and delegation of authority for the Authority’s risk management
activities, including the management of enterprise risks and energy commodity and credit risk.

The members of the Executive Risk Management Committee (‘ERMC’) reviewed the proposed
Policy and Charter and recommend their approval.

BACKGROUND

At their meeting of May 22, 2014, the Trustees approved the 2014 Policy and Charter that are to
be updated and submitted for annual Trustee approval.

DISCUSSION

The Policy and Charter establish the Authority’s governance related to risk management,
including the management of enterprise risks and energy commodity and credit risk. As the enterprise
risk management program matures, the Policy and Charter expands and improves the governance
structure and controls and further establishes accountabilities for all Authority risk management activities.

Proposed changes include the conversion of the document into the Business Controls Group
templates for consistency, update of definitions that better represent the Authority’s current risk
management practice, the characterization of risk appetite as it pertains to the Authority’s mission, the
development of a risk management framework and the authority to approve risk response activities. Also
proposed is the clarification of the ERMC approval voting, the ability to provide for additional Committee
members and the CRO office responsibility to provide administrative support for the conduct of the ERMC
meetings. These changes are summarized in the ‘Revision’ section of Exhibits ‘6-A’ and ‘6-B.’

RECOMMENDATION

The Senior Vice President - Chief Risk Officer recommends that the Audit Committee review and
recommend approval by the Trustees of the 2016 Company Policy – Risk Management and the 2016
Executive Risk Management Committee Charter as reflected in Exhibits ‘6-A’ and ‘6-B’ and discussed
above.”

Mr. Soubhagya Parija provided highlights of staff’s recommendation to the Committee.

Upon motion made by Trustee Picente and seconded by Trustee Flynn, the Audit Committee
unanimously approved the recommendation by the the Senior Vice President and Chief Risk Officer that
the Authority’s Trustees approve the 2016 Company Policy – Risk Management and the 2016 Executive
Risk Management Committee Charter.
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7. Motion to Conduct an Executive Session

Mr. Chairman, I move that the Authority conduct an executive session pursuant to the

Public Officers Law of the State of New York section §105 to discuss matters leading to the

appointment, employment, promotion, demotion, discipline, suspension, dismissal or removal of

a particular person or corporation. Upon motion made by Trustee Picente and seconded by Trustee

Nicandri, an executive session was held.
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8. Motion to Resume Meeting in Open Session

Mr. Chairman, I move to resume the meeting in Open Session. Upon motion made by

Trustee Picente and seconded by Trustee Nicandri, the meeting resumed in Open Session.
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9. Next Meeting

Chairman Nicandri said that the next regular meeting of the Audit Committee would be held on

July 26, 2016 at the Clarence D. Rappleyea Building in White Plains, New York, at a time to be

determined.
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Closing

Upon motion made by Trustee Picente and seconded by Trustee Nicandri, the meeting was
adjourned by the Chairman at approximately 9:25 a.m.

Karen Delince

Karen Delince
Corporate Secretary
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2016 Budget EXHIBIT A
MARCH 29, 2016

2016 Budget 2015 Actual* Variance Explanation

Payroll & Benefits $2,384,000 $1,716,647 39%
Includes a total headcount of 20. Six positions have been
added since year end 2014.

Consulting Services $1,630,000 $4,175,863 (61%)

Reduction to reflect fully staffed internal team. 2016
Budget reflects Audit Committee approved Outsourcing
of Technology related activities and non-Technology
Subject Matter Expertise activities.

Investments in Employees

- Training/Seminars
- Educational Assistance
- Fees & Dues

Total Investment in Employees

$68,000
$44,000
$15,200

$77,019

$35,881
$10,899
$3,401

$50,181 153%

- Training budget supports at least 60 CPE per year
per staff member as well as three colleagues
pursuing professional certifications. A minimum of 60
CPEs per year is best practice per the Institute of
Internal Auditors (IIA).

- Educational assistance reflects three colleagues
pursuing advanced degrees or certificates

- Fees & Dues reflect seven colleagues professional
licenses

Travel & Other Business Expenses $50,700 $40,614 25%
Costs to complete 2016 Audit Plan including travel to
NYPA facilities and office supplies amongst other
miscellaneous expenses.

Total $4,191,900 $5,983,305 (30%)




